
v.

THE COMMISSION SHOULD REJECT BELLSOUTH'S PROPOSED mSTORIC COST
ADJUSTMENT AS EMBEDDED COST PRICING WIDCR IS PROHIBITED UNDER THE

FEDERAL ACT

Both this Commission and the FCC have rejected historic or embedded cost studies in

favor of TELRIC. As previously noted, BellSouth's proposed historic cost adjustment is nothing

more than a rate proposal based on an embedded cost study. The Commission should therefore

reject BellSouth's historic cost adjustment and proceed to analyze the TELRIC rates proposed by

BellSouth.

BellSouth may argue that it is unfair set rates for CLECs without consideration of actual

historic costs. While admittedly BellSouth will have to pay these costs, extensive testimony was

presented that a participant in a competitive market cannot charge more than forward-looking

costs. 50 Further, rejecting BellSouth's proposed historic cost adjustment will not eliminate all

embedded costs from its proposed rates. BellSouth's TELRIC study includes certain assumptions

regarding its existing network, e.g., cable routing, that influence the proposed rates. 51

VI.

THE COMMISSION SHOULD REDUCE BELLSOUTR'S PROPOSED TELRIC RATES TO
REFLECT FORWARD-LOOKING COSTS

ACSI has examined the cost studies prepared by BellSouth and determined that BellSouth

has relied on a number of cost assumptions that are not forward-looking. Accordingly, ACSI

recommends that BellSouth's proposed TELRIC rates be adjusted to reflect the following:

so

SI

E.g., Kahn, Tr. 2457-58; Cabe, Tr. 1659-62; Wood, Tr. 142l.

Wood, Tr. 1421.
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1. Depreciation Rates

The depreciation rates used by BellSouth in its cost study are those it uses for financial

reporting purposes and are not appropriate for a network designed solely to provide

narrow band, voice grade services. ACSI recommends an adjustment to BellSouth's

depreciation rates based on the service lives prescribed by the FCC for BellSouth in 1995,

which is the most recent data available. 52

2. Cost of Money

The cost of money rate used by BellSouth in its studies is the 11.25 percent approved by

the FCC in 1990. ACSI recommends an adjustment based on the 9.35% cost of money

proposed by Staff's Witness Legler. 53

3. Distribution and Feeder Utilization

The facilities utilization (fill factors) used by BellSouth were based on actual historic

relationships reflecting embedded technologies. ACSI recommends an adjustment to

BellSouth's proposed rates to reflect feeder and distribution fill factors, estimated by

ACSI witness Dr. Kahn, which are more appropriately forward-looking. 54

4. BellSouth's Loop Sample

BellSouth based its investment estimates for the loop on a sample of residential and small

business loops which excludes significant service classifications, such as ESSX. ss ESSX

loops are among the shortest loops on the BellSouth system. Id. The result of excluding

52

S3

S4

55

Kahn, Tr. 2407-10; ACSI Exhibit NO.3.

Legler prefiled Direct Testimony, p. 45; Kahn, Tr. 2411.

Kahn, Tr. 2415-20; ACSI Exhibit NO.4.

Zarakas/Caldwell, Tr. 528-30.
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the shortest, and therefore cheapest, loops from the sample is to understate the loop

investment. ACSI recommends adjusting BellSouth's loop sample to reflect all loops in

the BellSouth universe. 56

5. BellSouth's Loop Weighting

In its loop sampling process, BellSouth used data from its CRIS database to weight the

relative proportions of business and residential loops. This database differs from publicly

available ARMIS data. 57 ACSI recommends that BellSouth' s proposed rates be adjusted

for weighting based on company-specific ARMIS data.

6. Shared Cost of Support Structures

ACSI recommends adjusting BellSouth's proposed rates to reflect forward-looking

sharing of support structures based on increased opportunities for sharing as new CLECs

enter the market. 58

7. Reduced Maintenance Expenses Due to Productivity Gains

ACSI recommends adjustment ofBellSouth' s maintenance expense calculations, which are

based on its estimate of maintaining plant currently in place, to reflect forward-looking

expected productivity and the savings from using new technology. 59

8. Wholesale Discount

ACSI recommends adjusting BellSouth' s proposed rates, which are based retail cost, for

avoided costs using the discount percentages developed by the Commission in Docket No.

56

57

58

59

Kahn, Tr. 2424-25.

Kahn, Tr. 2425-26.

Kahn, Tr. 2426-28.

Kahn, Tr. 2428-32.
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6352-U. 6O

9. Shared and Common Costs

ACSI recommends that the mark-up for shared and common costs be reduced to 15

percent of direct costs as a reasonable forward-looking estimate for such cost allocation

by a participant in a competitive market.61
.

Summary of ACSI's Adjustments

The above adjustments result in a cumulative reduction to BellSouth's proposal of $9.23

per loop per month as summarized in the following table:62

ADJUSTMENTS TO BELLSOUTB -GA DIRECT COST

ESTIMATE FOR THE UNBUNDLED POTS LOOP (SL1)

BellSouth Proposed TELRIC Price
BellSouth Estimate, Direct Cost

Depreciation
Cost ofMoney
Fill Factors

Distribution
Feeder

Sample Issues
Loop Sample
ARMIS Weights

Support Structures
Maintenance Expense
Subscriber Line Testing
Retail
Common

Ad·usted TELRIC Price

$20.57
$16.58

ACSI Estimate
$15.75

14.09

13.16
12.95

12.61
12.04
11.76
11.40
12.13
9.52

11.34

$11.34

Incremental Effect
($0.83)

(1.59)

(1.09)
(0.27)

(0.34)
(0.72)
(0.41)
(0.45)
0.73

(2.61)
1.82

60

61

62

Kahn, Tr. 2432-33.

Kahn, Tr. 2433-39.

ACSI Exhibit NO.2.
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The above analysis used BellSouth's proposed SL1 TELRIC loop rate of$20.57 as a starting

point. This was BellSouth's proposed rate when ACSI filed its rebuttal testimony on August 29,

1997. In its surrebuttal, filed on September 8, 1997, BellSouth lowered its proposed SL 1

TELRIC rate by seventy cents, to $19.87, to reflect corrections by BellSouth not related to the

above adjustments.63 Accordingly, the above result should be reduced by roughly seventy cents.

While the foregoing discussion has focused on the SL1 unbundled loop rate, adjustments of like

magnitude are appropriate for all rates proposed by BellSouth to correct assumptions that are not

forward-looking in BellSouth's cost modeling.

In addition to the above adjustments, BellSouth's proposed rates must also be deaveraged

to reflect geographic density. The FCC stated in its recent order in Ameritech's Section 271

application for Michigan that BOCs, such as BellSouth, must not only provide unbundled

elements at prices based on TELRIC principles but also that such prices be geographically

deaveraged. The FCC noted in its order that:

[e]stablishing prices based on TELRIC is a necessary, but not sufficient, condition
for checklist compliance. In order for us to conclude that sections 271(c)(2)(B)(I)
and (ii) are met, rates based on TELRIC principles for interconnection and
unbundled network elements must also be geographically deaveraged to account
for the different costs of building and maintaining networks in different geographic
areas ofvarying population density. Deaveraged rates more closely reflect the
actual costs of providing interconnection and unbundled elements. Deaveraging
should, therefore, lead to increased competition and ensure that competitors make
efficient entry decisions about whether they will use unbundled network elements
or build facilities. 64

BellSouth has testified that the Commission should not consider deaveraged rates for

63

64

Caldwell/Zarakas, Tr. 452-54; BellSouth Exhibit No.7.

Ameritech Order, ~ 292.
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policy reasons, stating that rate rebalancing and Universal Access Fund issues muse be resolved

prior to deaveraging.65 However, following BellSouth's election of alternative regulation,

maximum rates are fixed for five years. a.c.G.A. § 46-4-166(b). ACSI urges the Commission to

segregate the issues of unbundled element pricing and universal service. Universal Access Fund

issues are not a proper subject for this proceeding. The Commission has opened Docket No.

5825-U for implementation of the Universal Access Fund. ACSI supports universal service, is

currently paying into a universal service fund, and will participate in future proceedings to further

refine universal service mechanisms.

The only deaveraged rate proposals contained in the record are the results of the Hatfield

Model and the limited discussion contained in the prefiled testimony ofBellSouth Witnesses

Scheye and Varner. 66 BellSouth's deaveraging proposal can be used to factor ACSI's proposed

adjusted rate into urban, suburban and rural rates. BellSouth has modified its proposed rates on

numerous occasions since their original filing on April 30, 1997; however, analysis of the

deaveraged rates in both Mr. Scheye's testimony and Mr. Varner's testimony reveals that the

ratios for urban, suburban and rural rates are constant. ACSI recommends use of the latest

deaveraged rates proposed in Mr. Varner's testimony to calculate ratios for deaveraging. Mr.

Varner proposes an urban SL1 rate of$20.06 compared to a statewide average of$25.80.

Therefore, ACSI recommends that the Commission establish an urban loop rate that is no more

than 77.8% of the statewide average. 67 Suburban and rural rates could be established using

similar ratios.

65

66

67

Scheye, Tr. 106-08.

Scheye Tr. 110-11, Varner, Tf. 179.

20.06 -;- 25.80 = .778.
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VII.

CONCLUSION

ACSI urges the Commission to adopt deaveraged rates based on forward~looking

TELRIC principals. The Commission should reject BellSouth's proposed rates based on historic

cost and implement the adjustments to BellSouth' s TELRIC rates, including deaveraging,

proposed herein. ACSI urges the Commission to reject BellSouth's proposed non-recurring

charges for loop provisioning as anticompetitive and discriminatory. The Commission should

adopt a single non-recurring charge for loop provisioning with terms that meet the needs of the

CLECs, with regard to cutover timing and duration, aTELRIC-based non-recurring charge that

reflects the work involved, and pricing that is in parity with charges by BellSouth to its own

customers for initiation of service.

This~day of October, 1997.

Respectfully submitted,

For LONG ALDRIDGE & NORMAN LLP
One Peachtree Center
303 Peachtree Street, N.E., Suite 5300
Atlanta, Georgia 30308 (404) 527-4000

James C. Falvey
Riley M. Murphy
American Communication Services of Columbus, Inc.
131 National Business Parkway, Suite 100
Annapolis Junction, Maryland 20701 (301) 617-4215
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Columbus, Inc.
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Based on the evidence and the argument. presented, we find
that the exchange of this information is vital for ALEC. to be abl~

to effectively compete. Since BellSout~ already ha. the capa~ility

to: do so, we find ·that: SellSouth must, develop an electronic
interface for cU8tomer usage data transfer, a8 soon as possible.

Local Account: Maintenance

SellSouth' a witness Calhoun states that AT&:'I'_ defines local
~ccount maintenance in its petition as the means by which SellSouch
can upd&t~ information regarding a particular customer, .uch as a
change in the cust.omer-' s features or service.. Witness Calhoun
also states that changes to a customer'. features or services will
be initiated by AT&T, ana therefore, will be'handled through the
normal service oraer processes. Witness Calhoun It~te. :hat th.re
are exceptions :0 this when an end user customer switches trom one
AI..EC to anot.her and the r~sold service i~ a .BellSouth service.
Witness Calhoun adds' that AT&T has requested electronic
notification of-these changes on a daily ba~is, which BellSouth has
agreed to prOVide.

Witness Calhoun st.ates -chat another exce-ction is tha: AT&'! has
requested the capability to inieiate PIC,changes on resold lines
through a local service request. Witness Calhoun states that
BellSouth has agreedt.o ~ccept. :'hese orders, and is currently
evaluacing the data elemencs necessary to include them in an EDI
ordering inc.rf~c•.

In addition, AT~T·explains that local account maintenance is
the means by wh~eh a carrier can update information regarding a
par-cicular custome%', such as a change in the customer's long
dia-cance carrier. AT~T's witness Shurter asserts that. ele~~ronic

in~erfaces would allow ATliL1' customers t.o have their accounts
updated· promptly an~ accurataly.

Sa.ed on ena arguments and evidence presented. we find th&~

BellSouth shall ce required eo develop ·electronic interfaces for
local account maintenance. Such interfaces shall be dev.loped as
SOQn as po•• ible.

- 3.

MeI's witness Martinez s~ates that eaCh party should bear its
awn costs of implement ing necessary electronic incerfact!ls. Wi tness
Mar'l:'ine:z;:!urther· a2lsere.s that Mel has a tremendous cost to bear
wie.h re.pect co putting those systems in place. In its ·brief, AT~T
also asserts that the cOles associated with implementing elect.ron4c
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interfaces ahould be shared equitably among all parties who oenefi:
from those interfaces, including BellSouth.

. BellSoueh's witness Scheye argues that AT~T haa igno~ed the
significant -costs aasociated wi~h the development of &u~h

interfaces. Witness Sche.ye atatea that .once thea. costs are
final±zed, BellSouth will propo.. a coat recovery m~chanism

designed to recover all the coats related to .the provisioning of
electronic interfaces. - .

. -
While the costa of implemen~ing these el.ctronic interfaces

have no~ been completely idencified, BellSouth did prOVide some
cost estimates and some initial C08~S of developing such .ystems.
Baa.d on t.he a.vidence, we find· that. these operaeions support
systems are nece••a~ for competition in ehe 10ca1- market. to be
successful. We believe that both the new en~rant.s and the
incumbent LEC~ will benefit from having efficient operational
support syst.ems. ThUS, all parties shall be respQnsible for the
costs to develop and implemene such systems. We noes that this is
che stance the FCC has recently taken with cost recovery ~or number
por~ability. However, where a. carrier negotiates for the
development of a system or process that is exclusively for that
carrier, we_do not believe all carriers should-be responsible for
the recovery of those costs.

Based on the foregoing, each party shall bear its o~ cost of
deve19ping and impleme~ting electronic interface systems, because
those syst~ms will benefit all carrie~. If a system or pro~ess is
developed exclusively for a certain carrier, however, those coses
shall be recovered from the carrier ~ho is requestin9 the
customized system.

F._ Poles, Ouct.s and Conduits

Section 251(0) (4) of the Act deals with acce•• ~o_right.-of

way by requiring that all local exchange carriers have the
follo... ing.duty:

(4) ACCESS TO RIGHTS-OF-WAY. - The duty to afford access
to poles, ducts·, conduits, and:: righta-of wa.y of such
carrier to competing providers -of telecommunication•
••rvices on rate., terms, and condition8 that are
consisl:~nt with~ect:ion 224.

The seceion referred t.o therein, Sectio-n 224, is titled
REGULATION OF POLE ATTACHMENTS and addresses the regulat.ion of.
poles. ducta, conduit an~ righcs-of-~ay~
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covers on ~he directories. Mel &4gues that ~the Commission should
orQ.r-Be~South to require, .s a condition of BellSouth providing
its customer listing~informationto SAPCO, that BAPC9 allo~ Mel to
have such an.appearance on the directory cover. ft

ie-llSouth argues t.hat the isaue of plal:ing &1' logo on a
direceo~ cove~ is not eubject t.o arbitration under Section 251 of
the Act.' Be.llSouth state. that the Act only requi:res the inclusion
of .ubacriber list.ings in t.ne white pas. directories, which
BellSout.h h.~~a9reea to do.- SellSouth's witne•• Scheye explain.
that BellSout~s directories are publiahed by a a.parate affiliate,
BAileo. Any c;Qmmission decision on this issue would affect the
intereats o~ ~CO, ~hich is not ~ party to these proceedings.
BellSouth asse.rt:s that where directory publiahing is concerned,
AT&T and Mel should neqotia;e with BAPCO, not BellSouth.

BellSouth further argues that Section 2S1(b} (3) ch~~ges it
wi t:h a duty, ~in respect. to dnling parit.y, only to provide
compe~it~ve L~~S with nondiscriminatory access to telephone
numbe.rs, opercrt!or services, directory ass ist.a.nce, and directory
.lis~ing. In aWition, BellSou.th arg""J.f!S that; Sec~icn ~71 of the Act
requires it" to,.Rrovide to other telec'ommunications carriers .access
and int.erconnee=tion tha.t includes 11 [wl hite pages directory list.ings
for cust.omers of t.he other carriers' telephone exchange service,"
in order to eiter the int.erLATA market. SellSout:.h notes chat
Section_.2il does not include logo appearances on directory eovers.

AT &1' , s wi~ess Shurt.er concedes that· the FCC's Order addresses
bra.nding in ffie context ot. operator services ana directory
assist.a.nc~ seriices, but does not. address directly the branding and
unbranding of other customer services.

. -
-

We find that the obligation of Sel1Soueh to provide
interconnection with ita networx, unbundled acces. too net~ork

element.s, or t:.o offer t.elecommunica·t:ions services for resale to the
competitive LEe. does noe embrace an o~l~gation to provide a logo
appearance on Lts directory covers. In the absence of-any express
or implied lan~age in eit.her the Aet or the rules to impose such
an obligation we will not grant ATT's an~ Mel's requ••t:.s on this
issue. 'I'he:refor~,.we -find. it appropriate that it be left for AT&tT
and Me! to nego~ate with the directory puh~i.her for an appearance·on the cover of the white page and yellow page directories.

L. Interim Number Por~ab~lity Solutions and Cost Recovery

Seceion 251 (0) (2) of t.he Act requires all local exchange
companies to provide, to the extent technically feas~~le, number
portability in accordanc.e with requirements pre8cr~bed bv t.he
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C:ommiS8~on. The Act ac section 3 (30) defines the term "number
pQrtabili~yW ~o mean the ability of usera of telecommunications
services to retain, at the same location/. .xi.ting
telecommunications numbers without impairment of quality,
reliability, or. convenience when .witching from one
telecommunications carrier to another.

On July 2, 19.96, in the FCC' 8 First -Report: and -Order on
Telephone Number Portability, 96-833, the FCC interpreted. the
requirements of the Act t-o require local exchange companies to
offer currently available methods of number portabilitYI such as
remote call forwarding (ReF) and direct inward dialing (DID). The
FCC: has ~abeled these methods of providing number portability as
-temporary" number portabilit.y methods. Tr-he -FCC required the LEes
to offer number portability throu9h RCF, OI~, and other comparable
methods, because they are the only methods that currently are
technically fea8ible.Order 96-833 1 110.

AT&T :-equests that we require Se11South· to prov:'de t.he
following interim number _ portabi1ity solutions: l) remot.e
callfor-warding; 2) direc: inward dialing; 3) - route index
por~ability hub; and 4) local exchange routing guide reassignment
at the NXX level. (LERG)

SellSout.h agrees to prOVide all of these tempora.ry number
portability cpt..ions. However, BellSout.h expects t.he ALECs to
reci~rocate thes~ capabilities. AT&T argue. that the FCC order
does not require new entrants to provide interim numbe~

portability. However, ~e point out that section 251(0) (2) of the
Act, as well as paragraph llO .of Order 96-833, does require all
local exchange companies, includ.ing ALECs, to provide numb~r

portability. Therefo~e, we· ~onclude that the ALECS shall provide
the same temporary number portability methods as they request
BellSouth to provide .

. Sec:ion 251(e} (4) of the Act requires that all earriers bear
the cos~s of establishing numb~r por~abili:y. The FCC established
c't'it.eri. t.o Q.t.e~ine an appr~priat. coat: recovery method. First,
the FCC prop~.ed that:: the :;-ecovery method should not have a
disparate effect on the incremental co.ts of competing carriers
seeking co serve the same cu~tomer_ The FCC i~terpr.cs this to
mean that the 1ncrement.al payment made Dy a new entrant for winning
a custom4r that. porta hi. number cannot puc the new entrant at an
appreciable cost disadvantage relative to any ocher carrier that
could serle that customer. See Order 96-833 1 132.. Second, the
FCC determined tnat an accep~able 'cost recovery method should no~
have a disparate effect. on the ability of competing service
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providers to earn normal returns on their investment.. See Order
96-833 1 135. - -

The FCC order identifi-es various methods. o:f cost -recovery tha.t
meet th~se criteria. The first method is ·t...o allocate number
portability costa bas~d on a carrier's number of active telephone
numbers relative to the total nu~r of active 'telephone numbers in
oil service are.-.· A second -method i. t.o allocate-t.he costs of
currently ava.ilable mea.ures bet)leen all telecommunications
carriers and the incumbent LECs based on each car~r'. grQss
telecommunications revenues net of ch.rges to other Carriers. A
third competitively neutral cost recovery met.hod would~ to assess
a uniform percentage_assessment on a carrier'. gr08. revenues lea.
charges paid to-other carriers. We tind that all three of these
met. hods produGe essen~ially the same result r~la~i~e to the
distribution af costs between carriers. The final met.hod, t-hat the
FCC believes would meet its criteria is to require each carri@r to
pay for its own cos~s of currently available number ~ort.ability
measures.

Our existing policy on cost recovery of temporary number
portability-requires that only the new entrants pay taP temporary
number portability solutions. The FCC's order clearly prohibits
this met.hod of cost recovery. The FCC requires Hsts to be
recovered from a.ll carriers. In Docket No. 950737-n, we will
address the cos~ recovery issue as it-relates to the provision of
temporary number portability. All carriers, of cour~e, are not
represented in the instant proceeding. Moreover, we ~elieve the
cost -recovery issue should be resolved in a generic in~.stigation.

Nevertheless, we determine that we should establish an interim cost
recovery method until the proceeding in Docket No. 950;37 ......'!'P is
complete. Thus, because the pa~ie. in this proceeding h.ve noe
provided any cost information for most of the temporary number
poreability method., we find it· appropriate to order that. each
carrier pay ita own cost;s in the· p~ovision of temporary' nurrtl:;,er
portability. Further~ we order all telecommun~cationscar~iers in
this proceeding to track their costs of ?rov~ding temporary number
portability with 8ufficient deta.il to verify the coats, ~n orde'r to
facilitate our consideration of recovery of these costa in Oocket

_No .. _950 t'J 37- TP .

M- . The Prlcing of Switched Access

This is'sue concerns whether ':.he provisions of Sections 251 arid
252 of the Act apply to switched access. AT&T'argue. tha~ both
switched access charges must be priced according to See~ion

251(d) (1) at economic coat. If AT&T is correct, it would mean that
the raees that BallSouth charges for switched access ~ould fall
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COMPLAINT OF AMERICAN COMMUNICADON
SERVICES OF COLUMBUS, INC-

American Communication Services ofColumbus. Inc. ("ACSr") hereby files thi!; complaint

, against BdlSouth Teleeommunieatio~Inc. ("Bcl1South") and as grounds therefor st;atJ:s as

follows:

L PRELIMINARY

1.

Federal aDd State laws intended to promote competition in the telecommunications

industry n:quire inaunbent local exchange companies, such asBeIISo~ to provide

nondiscriminatory access to unbundled loops. ACSI is one ofthe earliest providers of

competitive switched scivice in Georgia. and is the first competitor to request a significant DWDber

ofunbundled loops from BellSouth. ACSI has experienced excessive delays in obtaining

unbundled loops from Bel1Soutb. unreasonable service interruptions in switching aJStomers to

those loops, and frequent service disruptions to customers connected to those loops.. In addition,

ACSI recently began serving aJStomers in Georgia by teseUing Be1lSouth services. Whlle Acsrs

resale experience to date is limited, ACSI has already experienced some oftho same provisioning

delays and service disruptions. Be11South's failure to provide proper competitive inteIQIUlection
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and access jeopardizes the ability ofcompetitive service prow.dcrs to attrac;t aDd rdain mstomers

and,~ tbrealens the development ofc:ompdilive markets in Georgia.

2.

On Dec:cmbec 23, 1996, ACSI filed a complaint with the Commission against BeIlSouth

based on the diffiroltics ACSI experienced with BeDSouth's provisioning ofACSI's initial orders

for unbundled loops in November and December. 1996. The Commission designated that
..

complaint Docket No. 7212-U. ACSI also tiled a complaint with the FCC based on the same

W::ts. Because ofthe ongoing difIiaJIties suffered by ACSI with unbundled loops purchased from

B~ and efforts by ACSI and Be1lSouth to settle thecomp~the procedural schedule

for Docket No_ 7212..U could not be completed within the 180 days mandated by O.C.G.A. § 46-

S-168(c). Accordingly, on June 19, 1991, ACSI filed a Motion to Wrthdra.w its Complaint

WnhoutPr~ce. This Complaint seeks redress ofthe same unbundled loop problems

. complained ofin Docket No. 7212-U and the CODtinuing difficulties experienced by ACSI as a

CLEC providing competitive services inBeI1South·s Georgia territory.

n. STATEMENT OF FAcrs

3.

ACSI is a competitive loc:al exchange cmrier certifiasted to provide switched 8Dd

dedicated local exdumge service in Georgia. Acsrs parent company, American Communications

Services, In~ through its subsidiaries. operates 28 fiber optic networks throughout the United

States, primarily in the southern and southwestern~ and has 8 such networks under

construction.

.2-
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4.

On Dcc;cmbcr 12, 1995, the ColDlllimon granted Certificate ofAuthority No. 9c50 to

ACSI for the provision ofintc:rLATA intrastate te1ec-.ommuaieatioiis in Georgia. More

specifically, the Commission gJlIIlted ACSI authority to provide special access mel dedkatcd'

privIte line service in theCol~Georgia. area. In addition, on June 21, 1996, the

Commission granted to ACSI Imerim Certific:ate ofAuthority No. L.{)15 to provide swit.cJK,d.

loeal eKehange services.

s.

BeIlSouth is a Regional Bell Opelating Company that provides switd1ed local-=~

and other telecommunications scmces in Georgia and eight othec Southern states. BeUSouth is

the incumbent provider ofswitched local cxcbange service in Columb~ Georgia.

6.

ACSI opcntes a fiber optic nc:twodc in Columb~Georgia. Columbus is the first city to

be offered competitive switdled local exchange service by ACSL

7.

On July 25, 1996, ACSI and BcI1South entered into an Interconnection Agreem:nt

("1:ntcrconneetion Agrc:cmcnt'"). On August 13, 1996, ACSI filed a Petition for Mintion 'With .

this Commission, DocketNo. 6854-U, requesting the Commiaion to resolve certain unbundling

pricing issues. On October 17, 1996, ACSI and BeDSouth signed an Amendment \'An1~)

to the Int~cormedionAgreement addressing all OUtStanding issues~ in partiaJ1ar, the pricing

ofunbundled loop~ as a settlement ofACSrs Petition fur AIbittation. The Interconne:-tion

.AgR:ancm between ACSI and BellSouth, including the Amendment:. was approved by Order of

the Georgia Public Service Commission ("CommissionYll
) in Docket No. 688~-U signed by the

-3-
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PlUl."'21 :::t, I. '. .~.t~ ,. I<U M

Chairman and Exec:utivc Scaetary on November" 8, 1996.

8.

On Dect:mbec 20, 1996. ACSI and BeDSouth enteI:'ed iDto in agtNlnmt np.rdiag the

-
resale ofBeIlSouth's~ by ACSI (the "Re:saIe Agteemeotj. The Rmale Agreement

between ACSI and BeUSouth was approved by order of the Commission in Doclcet No. 72SG-U,

signed by the Chahman and &ccutive Secretary on March 14, 1997.

9.

The Interconnection Agreement provides specific detail as to the provisioning of

unbundled loops (Section IV), including Order Processing (Section IV.C). Conversion of

Exchange Service to Networlc Elements (Section IV.D), and Service Quality (Section IV.E). The

relevant provisions ofthe Interconnection Agreement are a1ta.Ched hereto as Exhibit A. Section

IV.C.2 ofthe Intaconncction Agreement provides that "OrdeJ: processing fOr unbundled loops

sball be m~nized, in a form subSbm1iaBy similar to that aurently used for the ordering of

special access services."

10.

The IIItcrcormection Agreement also explicitly requires certain processes for the

Conversion ofExcbauge Service to Network Elements (Section IVD). This c:onvasie,n proc:ess

is desisned to be a seamless process according to which a balf-hour cuteva: window is agRed

upon by the parties 48 hours in advance, ACSI and BellSouth~ the cutover. and the

0JSt0m.er is not discolUlected for more than 5 minutes. BellSouth. abo must coordina.tf:

implementation ofSetvice Provider Number Portability (SPNP) as part ofan unbundled loop

installation. The following are among the key provisions ofSectionIVD:

D.l Installation intecva1s must be established to ensure that service can be e:»tablished
via unbundled loops in an equivalent timeframe as BeIlSouth provides services to

-4-
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its own aJStotnel'S, as measured from the date upon which BeIlSouth receives the
order to the date ofcustomer delivery.

0.2 On each unbundled. network element ordec in a wire center',. ACSI and BeI1South
will agree on a QJtOYCtUme at least 4& hours befcri that CU1:OVt!lC time.. The
alta':er time will be defined as a 3o-minutc window within which boTh the ACSI
and Be1lSouth personnel will make telephone c:onract to complet.e the Q1tOVer~

6731:1

D.3 Within the appointed 3G-miDute a1toVa' time, the ACSI c:onta.ct will caD. the
BellSouth contact designated to perform cross-connedion work and when the
Be1lSouth contact is reached in that iDtelvaJ, such workwill be promptly
perfonned.

D.6 The standard time eXpected from disconnection of a live Exchange Service to the
connection ofthe unbuDdled clement to the ACSI collocation an:ugemem: is 5
minutes. IfBeUSouth causes an Exchange SetVice to be out ofservice due solely
to its &ilw-e for more than 15 minutes, BeUSouth wiI1 waive the non-rec:urring
charge for that unbundled element.

D.7 Ifunusual or 1JI1ecpected circumstances prolong or extend the time required to
accomplish the coordinated eut--over, the Party responsible for such circomstances
is responsible for the reasonable labor dwges ofthe other Party_ Delays caused
by the Q1StOmer are the responsibility ofACSL

0.8 IfACSI has ordered SeMce Provider Number Portability (SPNP) as part c;>fan
unbundled loop installation, BellSouthwill coordinate implementation ofSPNP
with the loop in.,¢,)Jation.

11.

Since p1acing its initial orden for UDbundled loops in Nove:mba 1996, ACSI bas

e:cperieoced numerous problems with the quality ofsemce for unbundled loops it purcbases fror;n

BeUSouth, including excessive service cfisrt!.ptiODS during loop p~visioning. lack ofcoordination

ofrwmber portability with loop provisioning. excessive volume losses and unexplained service

disruptions.

-s~
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12.

On or bcfote November 19» 1996" ACSI pIac.cd its first thRc orders for unbundled loops

in Columbus, Georgia" requesting altovet' ofthe cm10mers to AGSl service on November 27..

-
1996. All three wstomers involved Plain Old Tdcphonc Scr\'ice ,POTS") lines., the simplest

possible Q1toVCl". Each ofthe three orders included an order for Service Provider" Number

Portability ("SPNP"). Pursuant to the process established in the Int«eonnectiOD Agreement,

ACSI submitted its first orders for unbundled loops through completion and submissioll. ofthe

sem.ce Order fonn specified in the Facilities Based Carrier Operaring Guide ("FBOG"). These

orders 'M:I"C confirmed by BeIlSouth on Novembef" 2S and 26. In aJtting OWl" thc:sc three

aJStomcrs on NOllember 27, 1996, BcUSouth completely failed to c:omply with the eutever

procecb,ues established in Section IVD.ofthe Inteccormec:tion Agreement. As described more

fully in the following paragraphs. the affected aJStomers on those orders are Corporate Center,

Jefferson Pilot and Mutual Life Insurance Company.

13.

On October 29, 1996, ACSI submitted a request that BdlSouth assign Co[pO@tc Center

to ACSI in its Line Informa1ion Data Base rLIDBn
). An.Access SeMce Report ASR to

provision ofunbundled loop to ACSI for saving this customer was submitted on November 25.

1996. BeI1South confirmed the request due date ofNovember 27, 1996, and attempted to art.

over the~merat that time. BeltSouth's initial attempt top~nan unbundled loop to

ACSI &iled aD November 27, 1996, causing the customer to be disc:onnected from allllocal

services for over 24 hours. The c::ustom.ee was returned to BeUSouth local exchange service On

November 28, 1996, and the due date for loop provisioning to ACSI rescheduled. Ultiimatcly,

BeJ1Soutb. rc-attempted installation on JanuaIY 7. 1997, and the aItcm:t" occurred in lc:s than one

-6~
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hour.

14.

On November 19, l~ A~I submitted a request that BeilSouth assign lcfferJOnPilot

to ACSI in its LIDB database. An ASR to provision an unbundled loop to ACSI for serving this

aJStomer was submitted on Novc:mbcr 20. 1996. BeIlSouth confirmed the requested due date of

NO'lfember 27, 1996, and attempted to an ova- the customer at tbal time. During Bc1lSouth's

attempt to provision an unbundled loop to ACSI on this date, however, the QIStomer '\1115

disconnee::r.ed for approximately 4..5 hoUB. When the unbundled loop order was implemented and

ACSI began provisioning local exrhange savice to the customer it was discovered that BeUSouth

fisilcd to implanent ACSrs order for SPNP on this line. Calls placed to me custornee':~ old

(BeUSouth) telephone munber were not being routed to the new (ACSI) DUmber. As a result, the

aIStomer-a business selling insunnce services-was able to place outgoing calls, but could not

receive allY incoming calls. Calls dialed to the oldtdephone~ rea:ived aBdlSOl'.Jth

intercept message staling that the number had been disconnected.

15.

On NovembQ- 19, 1996, ACSI submitted a request that BeIlSouth assign Mutual Life

Insurance Compgy to ACSI in its LIDB database. An ASR to provision anunbundled loop to

ACSI for serving this alStomec was submitted on Novanbcr 20, 1996. Bel1South confumed the

requested due date ofNovember 27, 1996. and attempted to cut over the alStomer at t.ha1 time.

During BeUSouth's attempt to provision an unbundled loop to ACSI on this date, the wstomer

was disconnected for approximately 6-7 hours. As with Je.ff'c:non Pilot, afta the unbundled. loop

order was implemented. it was disco-vered that BeIlSouth &iIed to implemeot ACSrs order for

SPNP. ThuS, Mutual Life was also unable to receive calls placed to its old telephone numbCf, and
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callen instead recei'vcd an intercept message stating that the number" had been disconnected.

16.

Columbus, Georgia is a relatively small and doa>1aUt COIIIihunity_ This litany ofservice

failures quickly threatened to permanently poison ACSrs business reputation for being able to

provide high quality local tdecommunicatioDS services. Faced with the prospect ofsuch

permanent injury, ACSI was forced to suspend the submission ofunbundled loop orden: until}t

could be comfortable that BeUSouth·s provisioning problems were rectified, despite the fact that

ACSI had invested heavily inc;o~ a competitive local exchange network and deploying a

sales forcoe. ThC£efore, on or about December 4. 1996, ACSI informed BeJ1South ofits specific

concerns arising from these provisioning failures and instrocted it to place all ofits pending orders

on hold until the problems could be rectified. After ACSrs request to put further orders on hold.

however. three BeIlSouth customers for whom ACSI had requested coINetSion to ACSI service

were nonethdess disconnected by BcllSouth, resulting in severe service impacts for these

aastomccs. As described more fully in the following paragrap~ these additional problems

affected ACSI oostomecs Joseph Wiley, Jr.• Cullen·k Assoc:ia.tes, and Canie G. Chandler.

17.

The order for Joseph Wiley, Jr. was initially submitted as a LlDB storage request on

Novembec 19. 1996 and an ASR was submitted on December 2, 1996. Service was requested to

be installed on December 4. 1996. BelISouth confirmed the requested due date and time. On·

December 4. 1996. the aJStomer experienced multiple disruptions in his BeJlSouth SClVice, which

comimled through December 5. 1996_ BeUSouth was unable on this attempt to establish service

through the use ofunbundled local loops. mtimately. an unbundled loop was provisioned but not

until January 3. 1996.

-8-
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18.

The order for Cullen & Associates was initiaJly submitted as a LlDB storage request on

November 19, 1996 and an ASR was submitted on December~ .l996. Service was requested to. .

be installed on Deeernber 4, 1996. BeIlSouth confirmed the requested due date and time. On

December 4. 1996. the customer experienced multiple disruptions in its BeUSouth service. and

BeUSouth's initial Oltover attempt ended without establishing service through unbundled loo~s.

Ultimately, an unbundled loops was provisioned but not un1il December 23, 1996.

19.

The order for Cmie G. Chandler was initially submitted as a LIDB storage request on

November 19, 1996 and an ASR was submitted on December 2. 1996. Service was re.lUested to

be installed onDecem~ 5, 1996. BeIlSouth confinned the requested due date and time. On .

December 5. 1996. The aJStomer experienced multiple disruptions in its BdlSouth service, which

were UIlC'lCP1ained. Be1lSouth did not successfully install an unbundled loop until January 7. 1997.

20.

As a result ofBeUSouth's failure to implement the procedures agreed upon in the

Inten::onnection Agreement with regard to provisioning ofunbundled loops. BeIlSouth itself

retained customers that signed-up for ACSI service. In addition to Clusing damage to ACSrs

reputation as a pt'01'idec ofhigh quality telecommunications services, Be1lSouth has dir-ecdy

caused ACSI to lose the revenues asmciated with its planned unbundled loop orders.

21.

In the p.roa:ss ofresponding to ACSrs inquiries on unbundled loop~ BelISout.h revealed.

severe shortcomings in its loop provisioning procedures. On Dec:ember 4, during a confezence

call with ACSL a BeUSouth Executive Vice President, Ann Andrews. infOrmed ACSI dJ.at
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BdlSouth will not provide ba.si<; provisioning func:Iions (such as order sta1'US, jeopardies apinst

the due date. etc.) that are routinely provided to special ac:c:ess customers. Ms.~ stated

that these functions would Dot be performed. because they are not Perronned tbr BdISot.1th end

users. These sWements were in direct contntvention ofSedion lV.C.2 ofthe Intezeonnection

Agreement which ensures similar order processing to that cmrent1y used for special acc:e:ss

services. BeJlSouth"s entire approach to unbundling indicates that the company has &iled to

commit the resources to establish the unbundled loop proasses agreed to on July 257 1~196 With

ACSI Furthermore, it indicates~ the personnd implementing the Jmecconneaion Agreement

at the time either did.not understand or did not intend to comply with that agreement.

22.

Until December 127 19967 BdlSouth alsor~ despite repeated requ~ to provide

prO'Yisioning intervals for: a) the time between the placement ofan order by ACSI and 1innorder

confirmation by BetlSouth and b) the time betweeu the placement.ofan order by ACSI md

eutoverofthe customer-to ACSl OnDeeernber l~ 19967 Be1lSouth committed to: a) 4S hours

between the p1acemad: ofan order and firm order continna1ion and b) offered to agree to S days

from the plaoemeot ofan on:ler by ACSI to cutover. Ofcourse.. these timefiames were not put

mto practice at that time. BelISouth bas not agreed. to these intervals in writin& and ACSI

continues to have significant problems with both firm order eonfirmalions and BellSouth cntover

intervals.

23.

ACSI bas VifOrked diligemIy to advise BeIlSouth ofthe dif1iculties it encountered in

obtaining unbundled loops. Since December 19967 ACSI has been·in almost constant

communication with BeUSouth including correspondence, phone calls and meetings at various
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